Executive summary Brief description of project
The start of the project lies in May 1997, when a first project concept was prepared under direction of a national stakeholder group (contact group), including the relevant state institutions and an NGO A PDF-B proposal was prepared, which was approved in May 1998. The Project Brief for the full project was approved by the GEF council in November 2000, after which preparations of the UNDP Project document started (in February 2001) . Negotiations with stakeholders, also on co-financing issues, were concluded in October 2003 and February 2004 , at which point the project document could be finalized. GEF CEO endorsement and delegation of authority was given in August 2004.
The project manager took office in July 2005, starting with the drafting of an inception report. Actual implementation of the project's activities started in October 2005. At the time of this mid-term evaluation, the project has been operational for a little more than 1.5 years, and will be operational for two more years.
The objective of the project was to remove the key barriers to the implementation of economically feasible energy efficiency technologies and measures in the residential and service sectors, thereby reducing their energy consumption and associated greenhouse gas emissions. The development objective of the project was to reduce the CO 2 emissions of Croatia, to be achieved by overcoming the general institutional barriers to the promotion of energy efficiency, the barriers in the residential sector and those in the service sector. Rather remarkably, in the UNDP project document this objective is not further specified in the amount of emission reduction to be achieved or the date at which these should have been realized.
The overall objective of the project, outcomes (immediate objectives), outputs and indicators are hardly measurable. With some exceptions, no target values are specified, and there are no baseline values at all. This implies that any judgment regarding success or failure will depend heavily on the interpretation given by an evaluator and is arbitrary. In addition, the indicators do not track the progress made by the project towards actual energy changes, and cannot justify any claims regarding energy or emission savings. For this, new indicators have been developed for the evaluation of results.
Context and purpose of the evaluation
A mid-term evaluation is intended to assess the relevance, performance and success of the project, focusing on the ongoing implementation. It will look at early signs of potential impact and sustainability of results, including the contribution to capacity development and the achievement of global environmental goals. It is also supposed to document lessons learnt and to make recommendations that might improve the design and implementation of other UNDP/GEF projects. Furthermore, the evaluation is to rate project performance for a given number of aspects.
Key issues in this evaluation include the (long) project development phase; the project strategy, and how it matches the needs of the country; the logical framework, and lack of targets and baselines; and the financial instruments deployed in the project. Evaluation indicators have been developed, based on the evaluation issues relevant for UNDP/GEF project evaluations. An indicator targets an important, measurable aspect of an evaluation issue, with the aim to make a complex, principally qualitative issue measurable and (semi-) quantifiable.
Main findings, conclusions, recommendations and lessons learned

Main findings & conclusions
The project aims to mitigate barriers for investment in cost-effective energy efficiency technologies in residential and service-sector buildings, by addressing some named technologies in sub-sectors. There is, however, no assessment of the overall cost-effective savings potential in these sectors; the project document is limited to describing the estimated impact of a limited number of measures. It is not Klinckenberg consultants clear whether these measures target the largest potential, or even if this is the suggested measures are the cost-effective ones. Overall, the project document is a rather weak product, and it is remarkable that such a poor document has passed UNDP reviews and was approved by the GEF. The LogFrame of the project is extremely weak. It provides little direction for the implementation of the project, does not quantify most of the 'results' to be achieved, and provides no indicators to track progress towards actual energy savings.
The inception report, written at the start of project implementation, re-assesses the situation in the country and strategies to address identified barriers, within these sectors. It questions some of the limitations of the project strategy (in the project document) and -rightly -suggests a more thorough approach of targeting all buildings, albeit within a geographically limited area to keep the project manageable, and assessing the costeffective savings potential of each via an audit as a starting point for investment. It re-assesses the appropriateness of the various instruments included in the project design (in the project document), introduces some operational changes and introduces a timeline for the application of instruments. This is likely to have saved the project, putting it back on track to addressing the actual needs of the country.
The project is executed by the Ministry of Economy, Labour and Entrepreneurship on behalf of the Government of Croatia, and implemented by a UNDP project team under leadership of the Assistant Minister for Energy and Mining (project director) and a project steering committee. This committee meets regularly to discuss project progress and implementation issues, involvement of national institutions in the project, collaboration and additional co-financing of activities, provides guidance and advice to the project management and reviews and approves annual work plans and budget revisions.
Project implementation is characterized by good, adaptive management, a clear commitment towards the objectives of the project and close collaboration with a wide range of stakeholders. The project has initiated a number of instruments, all working towards the goal of initiating investments in energy efficiency in the residential and service sectors. During the project's inception phase, the implementation approach was re-oriented towards the needs of the country, following an investment development model. It was decided not to pursue a separate CFL component in the project, but to merge efforts and budgets with other consumer awareness raising activities.
At the beginning of the project, a series of energy efficiency breakfasts was organized to increase awareness with different target groups of the project. This has helped considerably in mobilizing participation of these groups in the project. The project has established partnerships and collaborations with local governments, starting with the city of Sisak. Similar schemes are being set up in four other cities and three counties. Energy corners, demonstrating energy efficient technologies, have been created together with business and local governments. A commercial bank in Sisak has opened a new credit line for energy efficiency projects.
Free energy audits have been completed for 42 single family houses and 20 apartment buildings, and for approx 40 service sector buildings funded by project resources and another 100 buildings funded by other sources. A Project Development Facility, partial grants for investment-grade energy audits, has attracted little interest. A partial credit guarantee component, consisting of a guarantee fund deposited at HBOR to provide partial guarantees of energy efficiency loans to commercial banks, is not yet operational. As the project is now at mid-term without a single operational credit guarantee agreement, it is becoming questionable if this component can deliver the planned impacts before the end of the project.
A nation-wide media campaign was developed, informing the public about the benefits of low energy buildings and energy efficient equipment and appliances and promoting action. On UN Environment day, a brochure was distributed with in all newspapers in Croatia. Both activities received substantial amounts of government co-financing. The project has further developed television adds about energy efficiency in buildings, a website to communicate with the general public and project stakeholders, and a telephone helpdesk. The project was recently invited by the national government to co-develop a national Energy Efficiency Master Plan, setting national and sector-specific targets for energy efficiency improvements.
Underdeveloped is the monitoring of project impacts on energy demand and CO 2 emissions. This is complicated by the fact that many impacts of the project are indirect, as a result of awareness raising and market transformation. However, a combination of small, target surveys, sales volume data collection and modeling of national impacts could result in a wellestablished monitoring system for the direct and indirect energy and CO 2 impacts of the project at the level of international best practice.
The original project budget is rather opaque and incorrect in crucial aspects, inconsistent with the project's activity planning and not properly reflecting the planned activities. A budget overhaul and reconstruction is needed, to reflect budget planning and actual spending per objective and output from the beginning of the project to the current date and onwards to the end of the project. This should preferably follow a reconstruction of the project logical framework, resulting in one comprehensive combination of results and budget plans.
Project spending has been steadily growing, from less than USD 10,000 per month in 2005 to a little above USD 50,000 per month in 2006, and close to USD 100,000 per month in 2007. Total spending over the implementation period so far amounts to USD 1.3 M, or 30% of the total available budget, or 50% of the total budget excluding the partial credit guarantee facility. It may be estimated that the remaining two years of the project will require a budget of USD 1.5 to 2 M to be able to maintain its current presence in Croatia, and it could be considered if the credit guarantee budget should be limited to the agreed minimum of USD 0.6 million, redirecting the remainder to continuation of other activities and to other investment support activities. It should further be Klinckenberg consultants considered to set aside a budget for a fifth year of operation, to allow for a proper transfer or close-down of activities, postactivity monitoring of achieved impacts, aftercare for the various activities etc. The project has more than realized its cofinancing targets at mid-point. The total amount of co-financing delivered to the project at mid-point is USD 6.8 M plus enduser investments, compared to the total expected amount of USD 8.66 M at the end of the project.
Although the end of the project is still two years away, it is important to start discussing a long-term follow-up to the project shortly, as it typically takes time to make proper arrangements and secure that project activities can be transferred smoothly to a new entity.
There are currently no direct assessments of end-use energy savings or mitigated greenhouse gas reductions achieved as a direct or indirect result of the project. A rather crude assumption of direct savings results in 3.7 kton CO 2 emission reduction per year, substantially lower than the target. This is likely to improve substantially in future years, but probably not to the indicated target of 82 kton/year. A better elaboration of baselines and targets and development of a monitoring system are needed, taking into account the activities of the project and realistic ratios between investments and savings.
Regional and national authorities' involvement in the project has outpaced expectations, and the development of a national energy efficiency strategy well underway. Little is known about the impacts of project activities on residential and service sector building owners around the country. The project has undertaken substantial awareness raising and marketing campaigns for energy efficient technologies (building technologies, appliances and lighting), but it is too early to expect measurable impacts in the market from these campaigns. The project development facility has seen little demand, and is certainly delivering substantially less than was expected, but residential building owners seem to respond well to other project activities like energy audits, energy centers and local activities.
Recommendations
The following recommendations are made regarding corrective actions needed for this project:
• A reconstruction of targets, baseline values and indicators as part of a revision of the logical framework (LogFrame);
• A revision of the investment-support mechanisms used in this project and the relative amount of inputs for each;
• A fixed, secured budget for the partial credit guarantee, kept available for at least a year for HBOR;
• A revised multi-annual budget planning, including commitments and disbursements per component and revised in yearly or half-yearly intervals in combination with project progress reviews;
• Better tracking of co-financing;
• UNDP and the GEF should assess their procedures for the review and approval of project documents.
The following recommendations target potential improvements to the effectiveness of the project:
• Preparation of an overall view of the savings potentials or the potential longterm benefit of building energy efficiency in the country;
• Yearly repetition of additional data collection work as done for this MTE;
• Exploring if the involvement of NGOs and state organizations can provide a route towards long-term sustainability of consumer education;
• Improve involvement of organizations of building designers and similar professionals;
• Consideration if special sessions of the steering committee are needed to address long-term strategic issues;
• Consideration if specific activities could facilitate the exchange of experience between projects.
Lessons learned
Although it is too soon to list all lessons learned with this project, some are visible already:
• It is probably better to round up a project design as quickly as possible, focusing on the main directions of the project and leaving details to the implementation phase.
• Projects need champions, and luckily this project has seen two of these, the project director and the project manager;
• This project is a textbook example of adaptive management, addressing the wider socio-economic context as well as details of the implementation situation in its activities;
• A wide range of stakeholders is involved in the project, right from the start, contributing to the success of the project;
• The project has developed local actions in cities and regions, successfully bringing local stakeholders together in a targeted action.
Ratings of project components
Rated elements in the project formulation, implementation and results are listed here.
The overall appreciation of the project formulation is moderately satisfactory. Rated elements are:
• Conceptualization / Design: Unsatisfactory
• Stakeholder participation: Highly satisfactory
The overall appreciation of the project implementation is highly satisfactory. Rated elements are:
• Implementation Approach: Highly satisfactory
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• Monitoring and Evaluation: Highly satisfactory
• Stakeholder participation: Highly satisfactory
The overall appreciation of the project results is satisfactory. Rated elements are:
• Reducing Croatia's greenhouse gas emissions by supporting the implementation of economically feasible energy efficiency technologies and measures in the residential and service sectors: Marginally satisfactory
• Overcoming the general institutional barriers to the promotion of energy efficiency: Highly satisfactory
• Overcoming the barriers to improving the energy efficiency of the residential sector: No rating given due to lack of data
• Overcoming the barriers to improving the energy efficiency within the service sector: No rating given due to lack of data
• Facilitating the effective replication/utilization of the project results and lessons learnt: No rating given due to non-relevance
